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FBEI UPDATES: Costs and Returns

Updates on Farm Business Economic Indicators

Peanut Farm Characteristics, Income, and Production Costs

In this report..ERS continues its economic analysis of
production characteristics and costs and returns for
major U.S. crop and livestock commodities. These
analyses provide a unique perspective across product
regions and are based on national surveys of farmers'
and ranchers' actual experiences. Policymakers,
researchers, and producer organizations will find the
analyses particularly useful in understanding producer |
costs and returns relationships. TUjsdatereport pro-
vides a first look at peanut farm characteristics, input
use, production costs, and their distribution. A later
report will more fully explain these and other factors a
various levels of disaggregation.

Peanut Production Regions

During the winter of 1996, USDA surveyed peanut
growers in six major peanut-growing States for the
1995 production year. These farms planted peanuts w
the intention of harvesting peanuts for nuts not seed. acre basis to capture the costs of inputs applied to all
The sample of farms was expanded to represent 13,48 acres they plant. Growers in the Southeast pro-
operations of like type and size, and 88 percent of totaluced about 73 percent of their expected yield, and

1995 U.S. peanut production. growers in Virginia-North Carolina produced 76 percent
of their expected yield. Growers in the Southern Plains

Farm Characteristics harvested only 64 percent of their expected yield in
1995.

Peanuts are grown in only a few States, but farms,
acreage, and production are primarily concentrated inAt the U.S. level, just over a third of U.S. peanut acres
Alabama and Georgia. For this study, three regions were owned, while slightly more than half were cash-
were defined based on common cultural practices andented and about 10 percent were share-rented. Land
enough sample observations to provide statistically retienure arrangements varied widely among the regions.
able estimates (see map). Roughly 66 percent of peamuboth the Southeast and Virginia-North Carolina,
farms were in the Southeast, 19 percent in the Southemore than 60 percent of peanut acres were cash-rented.
Plains, and 15 percent in Virginia-North Carolina. In the Southern Plains, there was a more even split
among the tenure arrangements. Just under one-fourth
Peanuts typically account for only a small percentage af peanut acres were share-rented and just over one-
the average farm's acreage. The survey reported an third each were owned and cash-rented.
average of 105 peanut acres planted out of an average
total acres operated of 713--there was little variation Current agricultural legislation governs both the price
among regions. Peanuts made up about 30 percent aind marketing of peanuts. The national poundage
the farms' average total market value of crops and livetuota is estimated annually and announced by the
stock. Secretary of Agriculture. Both the national average
guota price support rate and the national quota
U.S. farmers planted peanuts on 1.5 million acres in poundage were unchanged from 1994 to 1995 at $678
1995 and produced 3.5 billion pounds, down 18 percepér ton and 1.35 million tons. Production in excess of
from 1994. Peanut growers in all three regions had the poundage quota (additionals) are supported at a
production shortfalls in 1995. Farmers reported aver-much lower rate. To qualify for the higher quota sup-
age yields of 2,140 pounds per acre, somewhat less tpart rate, a grower must own or rent quota poundage.
the 3,000 pounds they expected at the beginning of th@nly three-fourths of peanuts produced in 1995 were
season. Costs and returns are estimated on a plantealigible to receive the higher quota support price.



Peanut quota can be owned or rented, and is often rearm Income
ed with land. More than half of U.S. peanut quota was
cash-rented. Regionallthis percentage varied from 24The income statement for the average farm with
percent in the Southern Plains to 60 and 62 percent irpeanuts shows neashincome of $45,582.
the Southeast andrginia-North Carolina. About 40 Commodity receipts are primarily from crop sales
percent of the quota is owned--varying from 23 percer{170,062) with livestock sales of $16,718irgihia-
in Virginia-North Carolina to 38 percent in the North Carolina farms have the highest cash incomes.
Southeast to 61 percent in the Southern Plains. Shar&let farmincome averaged $31,168.
rent accounted for 7 percent of quota nationalhd 15
percent in Vfginia-North Carolina and the Southern  Production Costs and Their Distributions
Plains.
Cash costs of producing 1995 U.S. peanuts averaged
About half of all U.S. peanut farms had total farm sale$414 per planted acre and total economic costs aver
under $100,000. On a regional basis, howeabhere aged $633 per acre. Fertilizehemical, and seed costs
was wide variation. In the Southeast, 52 percent of accounted for two-thirds of the variable costs. At the
farms had sales under $100,000, compared with 36 paverage harvest-month price of 29 cents per pound, 70
cent in Mirginia-North Carolina and 49 percent in the percent of peanut growers were able to cover cash
Southern Plains. costs. When capital replacement costs were included,
62 percent of growers were able to cover costs.
Nationally, peanut growers planted an average of 105
acres to peanuts. About 65 percent of the farms averEstimated 1995 variable cash expenses were converted
aged less than 100 acres of peanuts and accounted féo a per-pound basis and ranked from lowest to highest
23 percent of production. Around 18 percent of farms to form a weighted cumulative distribution of farms and
planted 100-199 acres of peanuts and accounted for production.
about 21 percent of production.
One-fourth of farms had per-pound variable expenses of
Input Use 13 cents or less (low-cost) and accounted for 40 percent
of production. At the other end of the distribution, one-
Farmers reported an average seeding rate of 92 pounfigirth of farms had variable expenses of 27 cents per
per acre, including the slight reseeding of some acreageund or more (high-cost) but accounted for only 6 per
Seeding rates varied greatly among regions. Southeastnt of production.
growers used 96 pounds of seed per acre, compared
with 106 pounds in Wginia-North Carolina, and 75 High-cost producers can be distinguished from low-cost
pounds in the Southern Plains. producers primarily due to peanut yields which were
much lower than expected. The high-cost group
Nearly all peanut farmers reported applying fertilizer expected an average yield of 2,582 pounds, but actual
but application rates of nitrogen, phosphorous, and yields were only 890 pounds. Since cost groups are
potassium diered. Farmers inxginia-North Carolina ranked based on costs per pound harvested, these low
applied 7 pounds of nitrogen per acre compared with 2&lds raise per-unit costs. High-cost producers also
pounds in the Southern Plains. Farmers in the have a debt-to-asset ratio twice that of low-cost pro
Southeast applied phosphorous at 41 pounds per acrelucers.
compared with 17 pounds inrginia-North Carolina.
Farmers applied 60 pounds of potassium per acre in tReughly 42 percent of FCRS peanut farms had variable
Southeast andikginia-North Carolina regions cem cash expenses at or below the average variable cash
pared with 27 pounds in the Southern Plains. expense of 15.5 cents per pound in 1995. These farms
accounted for 64 percent of peanut production. In the
Farmers reported using chemicals, primarily herbicideprevious FCRS survey of peanut farms in 1991, reugh
about equally across regions. A much smaller percenly 46 percent of FCRS peanut farms had variable cash
age of farmers reported using insecticides and fungi expenses at or below the average variable cash expense
cides in the Southern Plains than in the other regions.of 15.2 cents per pound. Those farms accounted for
only 56 percent of peanut production.
Three-fourths of peanut farms reported using custom
services, primarily in applying fertilizers and chemicals
and in harvesting and hauling. Custom fertilizer appli
cation varied from 38 percent in the Southern Plains t&or fur ther information, contact:
58 percent in Yginia-North Carolina to 71 percent in Nora Brooks (202) 219-0384 or
the Southeast. Bob McElroy (202) 219-0802.




Tabe 1. Inputuse of peanut produdion operations, by regon and costgroup, 1996

Region Castgroup
A
Virgna FCRS
lem North Southem Low- Mick Hoh fams
Southeast Cadina Pes ad ad ad
Number of peanut fams 8859 2057 2581 3188 6985 3324 13497
Percent of FCRS famrms 66 15 19 24 51 25 100
Percentofacreage 57 17 26 29 56 15 100
Percertofprodudion 60 19 21 40 54 6 100
Famsze:
Operated acres 637 780 920 874 793 388 713
Peanutacres panted 91 114 145 131 113 63 105
Peanutacres harvested 91 113 134 129 112 56 108
Peanutaceagepracices:
Pecertiigeed 25 6 64 41 29 30 32
Percentdiyland Ia) A 36 59 71 70 68
Pearutyiett
Ad etyer(soe) 2267 2402 1,703 2926 2059 890 2140
Expededyied (osboe) 3102 3167 2680 3359 2924 2582 3001
Seadraedanes(ostae) 9% 106 75 92 A 86 92
Fatas(aaiay)
Nirogen 82 45 78 63 73 91 Q)
Phosphorus 91 49 76 73 80 A 82
Potassium 86 69 70 74 76 95 80
Fatgyianice
Nirogen (oseae) 1367 691 243 1642 1423 1424 1487
Phosphous (bslace) 4064 1743 3076 35605 3447 3144 3419
Poiassum (bsleae) 5798 5965 27115 4944 5100 4802 5010
Chemicals (peroentusing):
Herbicdes 98 9 9% 97 9 97 98
Ihsecungiades 9 97 63 88 93 93 92
Custom gperations (peroentusing):
Any custom operations 85 61 64 66 7 89 7
Fetagi=n 71 58 38 53 58 82 63
Chemical gpplcaiion 26 7 47 19 29 31 27
Havesinghauing 20 8 30 23 14 31 20
Fueluse (gplorsiaae)
Ded 2689 211 3144 2716 2164 2636 2731
Gasore 209 221 2482 172 249 204 220
LPges 225 780 1831 2% 740 d 741
Laboruse:
Unped bor (rseae) 464 486 654 554 467 637 518
Peanutacreagetenure;
Percent owned 37 23 37 29 40 28 35
Percent cashrenied 60 63 38 57 52 60 55
Percentshere renied 3 14 25 14 8 12 10
Peanutquoa-disposiion:
Percent owned 38 23 61 32 45 A 40
Percent cashrenied 60 62 24 59 49 54 53
Percentshere renied 2 15 15 9 6 12 7
Peanut marketing:
Percent marketed as quoa 71 86 66 60 81 81 73
Peroertmarketed as addiionals 29 14 A 40 19 19 27

CHsul Erickialrosaue

Source: 1995 Farm Costs and Returns Survey, Economic Research Service/lUSDA.



Tabe2 Charadersics dfpeanutiaim gparations, by regonand acstgroup, 196

Region Costgroup
A
Virgna FCRS
flem North Southem Low- Mick Hoh fams
Southeast Cadna Pas et o fa0:4
Percertoffams
Fam arganization:
il d 81 83 85 81 76 96 82
Partnership, coporation, and coop 19 17 15 19 24 4 18
Operator age:
Under 50 12 45 45 14 45 37 43
S0andoder 58 55 55 56 55 63 57
Operator education:
Hohsdhodarkess 65 54 53 56 51 89 61
Cdlege 35 46 47 44 49 11 39
Peanutenarpesze
Fewerthan S0 acres 51 39 24 31 36 72 44
5099 acres 20 21 25 22 27 7 21
10019 acres 14 23 26 19 20 13 18
200acesarmore 15 17 25 28 17 8 17
Saesdess
Less than $100,000 52 36 49 38 39 78 49
$100,000 or more 48 64 51 62 61 22 51
Ddasperam
Valedpoddot
Peanuts 60,369 81,282 71589 111582 638,136 16574 65,701
Todfm 208,670 315,058 172,071 320,378 233,848 86,018 217334
Source: 1995 Farm Costs and Returns Survey, Economic Research Service/USDA.
Table 3. Peanutproduicion cosisand reiums per planied aoe, by region and aostgroup, 1996
Region Costgroup
A
Virgna FCRS
flem North Southem Low- Vick Hoh fams
Southeast Cadma Pas et o= ot
Daasperpariedace
Cash expenses:
Seed 7506 8425 6110 7235 3% 6993 7283
Faier 4961 5355 8% 3863 4281 5650 4347
Chemicals 11244 13924 4050 9126 10280 R17 9783
Custom operations 869 470 1024 839 946 471 844
FuaLbeardekdiy 2649 R17 5450 3193 Hl1 3057 A4
Repais 2627 2689 3183 2740 2783 2885 2786
Hiedbor 3015 4313 2891 1945 202 1899 3197
Commercial drying 1644 421 1844 1786 1502 8% 1495
Toa vaisbe cashexpensss 34514 38814 26951 307.27 34899 31867 33224
General farm overhead 1578 2469 1627 1388 2090 1108 1738
Taxes and insurance 2066 2311 1727 231 2049 1472 2017
hHeet 249%6 2942 5354 4150 4381 511 2467
Tod ixed cashexpensss 8140 72 8708 7769 8520 7991 tSowr
Tod, cashexpenses 42654 46536 35659 384.96 434.19 39858 41446
Toidl economicaosts 635.29 71273 576.86 632.82 65297 555.87 63264
Retuns:
Gioss\value of produdion 64130 735.79 49258 85597 608.77 27864 63097
Retums above cash costs 21476 27043 13599 47101 17458 -1199%4 21651
Retums above economic costs 601 2306 3428 22315 4420 27730 167

Source: 1995 Farm Costs and Returns Survey, Economic Research Service/USDA.



Table 4. Inoome and balance sheet siaiement for average peanutfarm, by regon and costgroup, 1995

Region Castgroup
A
Virgrna FCRS
lem North Southem Low- Mick Hoh fams
Southeast Cadina. Peis ad ad ad
Number of peanut farms 8859 2057 2581 3188 6985 3324 13497
Acres operated 637 780 920 874 793 388 713
Ddaspergoaaion
Gross cash income 210,734 205947 183,703 308,281 236,289 95,199 218550
Livestocksakes 12622 10462 35,763 21,366 18178 9190 16,718
Cropsales 167,906 253,679 110825 249,753 184,332 63,629 170,062
Government payments 2834 2,788 5855 4] 13 3408 2,719 3405
Otherfameiatedinoome 27371 20018 31,260 33048 30371 19661 28,366
Less: Cash expenses 165,993 231,039 150,630 220,758 189,213 92987 172,968
Vadtk 124,108 177,724 116,772 170,159 143,705 66,232 130876
Livestock purchases 892 228 8153 13866 2018 2819 2179
Feed 3568 3432 7,766 5236 5408 1277 4350
Other ivesiodk expenses 410 268 3306 1360 860 713 942
Seed and plants 12623 18215 13260 17632 14991 6,798 13597
Fatizerarddrenicas 54,996 78272 28132 68442 58172 28967 53,406
Hiedor 16,785 30314 145575 25200 20,657 7232 18424
Fuesandds 8328 13084 10515 10,700 11378 4283 9471
Repairs and maintenance 137767 17821 14,226 19198 15892 6957 14473
Machine hire and custom 6441 5183 4231 7814 6,250 3031 5826
Wilities 2439 4653 7520 6,343 3369 2056 3748
Other varisble expenses 3860 6,256 5088 6,368 4712 2100 4460
Fxed 41,835 53315 333858 50599 45507 26,755 42092
Redl estaie & poperty iaxes 2769 3025 1983 3007 304 1406 2658
reet 12893 12088 16,082 14448 14452 10104 13380
Insurance 7,130 7955 6,778 9552 8003 4808 7532
Rentand lease payments 1844 30,248 9014 23593 19958 10437 18472
Equats: Netcashfam
income 44,740 64,907 33072 87523 47,076 2212 45582
Less
Depreciaion 15812 21,293 19058 22773 19466 7366 17,268
Nortcash bor beneis 499 768 519 887 556 188 544
As
Invertory adusiment 676 1,769 5717 10,296 5534 209 330
Nonmoney income 3771 4083 3555 4285 3745 3358 3777
Equals: Netfamincome 32877 48698 11333 78443 25,265 1774 31,168
Todesss 617,595 629,792 656,266 816,013 694,081 304,104 626,849
LessT addHt 89,716 &1 12 141,710 103,840 106,683 76,789 98,652
Equals: Networth 527,879 546,680 514,556 712,173 587,393 227315 528,196
Dettoesstian 013 012 021 012 014 024 015

Source: 1995 Farm Costs and Returns Survey, Economic Research Service/lUSDA.



Cumulative distribution of peanut variable cash expenses, 1991

Dollars per pound
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Cumulative distribution of peanut variable cash expenses, 1995

Dollars per pound
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